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Telephone Electronics corporation ("TEC") hereby submits its

ca.aents on co~titive bidding tor personal communications

••rvices ("PCS") lic.nse.. TEC is a Missi.sippi holding company

for, a.eng other entities, six rural small independent local

exchange carriers in Tennessee, Alabaaa and Mississippi.

TEC agrees that the coaai••ion .hould .et aside Channel Blocks

C and D for bidding by ...11 bu.in••••• , rural telephone coapanie.

or businesses own.d by woaen or minoriti.s. The Commission has the

legal authority to foster the interests of .mall businesses and

rural telephone companies as a class. Indeed, Congress intended

these designated entities to participate in the provision of PCS,

and only by ensuring that so.. of thea receive licenses may this

goal be achieved.

TEC respectfully r.quest. that in defining what constitute. a

rural or .mall telephone company, the Co_ission employ appropriate

definitions. The coaaission's proposal to define rural telephone

companies in teras of cable service excludes too many telephone

companies that are rural service providers. A better definition is

one that the Co..iaaion already haa under consideration. Rural

telephone companies are companies whose local exchanges serve

places with popUlations of 10,000 or fewer Persons. Likewise,

small telephone co~anies should be defined under existing

Commission rules as tho.e with 50,000 or fewer access lines and

annual revenues froa regulated teleco..unications oPerations of

less than $40 million. Alternatively, the Small Business

Administration definition of a saall co_unications provider as one

with under 1,500 employees is also reasonable.

liN i



TEC also reca.aends that the co..ission perait holding

coapani.s that include rural or saall telephone companies to bid

upon Channel Blocks C and 0, and that they be allowed to bid for

both Channels in a single bid. Holding companies, such a. TEC,

that include small or rural telephone co.panies have been foraed to

attract capital and offer the econoaie. of scale necessary for

success. Likewise, a..ll and rural telephone companies should be

allowed to bid upon both Channel. C and 0 in a single bid in order

to obtain the 30 MHz necessary for economically and technically

viable PCS. If rural or small telephone companies are forced to

bid on the.e channels aeparately, they may find themselves with

inadequate amounts of spectrum for proper PCS provisioning.

-ii-
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Iapl...ntation of Section 309(j)
of the comaunications Act
Coapetitive Biddinq

In the Matter of

2 GHz emerqinq technoloqies band. 2

COIIIIDITS OF
TILIPIIOD ILECTROKICS CORPORATION« IKC.

Telephone Electronics cOrPOration ("TEC"), by its attorneys

and pursuant to Section 1.415(b) of the Commission's rules,

respectfully submits comments as reque.ted by the Commission in its

Notice of Proposed Rule.akinq ("BEll") released October 12, 1993,

in the above-captioned proceedinq.l

I. PROCEDURAL HISTORY

On Septeaber 23, 1993, the ca.aission announced the

authorization of new personal co_unication services ("PCS") in the

)
)
)
)
)
)

---------------)

services are wirele•• telecommunications services desiqned to allow

a customer to co_unicate via a special handset reqardless of where

the customer is located. PCS will allow transmission of voice,

data and video communications services, and is expected to launch

the next era in mobile telecommunications services.



Th. Co_i••ion divided lic.n•• allocations into chann.l blocks

of 10, 20 and 3011Hz of spectrma, divided by the Rand McNally _jor

tradinq area. ("IITAs") and ba.ic trading area. ("BTAs"). The

division. are as follows:

ill tf

Channel Block Frequency (MHz) Service Area

A
B
C
o
E
F
G

(3011HZ)
(3011HZ)
(2011HZ)
(1011HZ)
(1011Hz)
(1011Hz)
(10 MHz)

1850-1865/1930-1945
1865-1880/1945-1960
1880-1890/1960-1970
2130-2135/2180-2185
2135-2140/2185-2190
2140-2145/2190-2195
2145-2150/2195-2200

MTA
MTA
BTl.
BTl.
BTl.
BTl.
BTA3

Th. co..i ••ion will allow lic.n•••• to aggregate these block.

in qroup. of up to 40 MHz in anyone .ervic. area, but without

qeoqraphic limitation for JIlarket aggreqation. It mayor may not be

technically feasible to aggregate blocks operating on different

frequencies. A licen••e will be required to offer personal

com-unication. services to at least one-third of the popUlation in

each market area within five years of receivinq its license, to

two-thirds of the population in each market area within seven years

of beinq licensed and to ninety percent within ten years.

In its lIfBII, the co_is.ion requested comments on how

applicants should bid for licenses in the personal communication.

services _rkets, how to accord preferences to desiqnated entities

such as small busin••ses, rural t.lephone companies and business.s

owned by women or minorities, and for comments on permitting qroup

biddinq.

As far as coabination bidding is conc.rned, the Commis.ion

plan. to accept bids both for licens.s individually and for all the

3 pcS Order, at , 56.
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g.oqraphic 1icen... in the block. Group bid. would be subllitted as

sealed bids, and then individual license auction. would be

conducted orally. sealed group bid. would be opened aft.r the oral

auction. If the sua of the individual bids are greater than the

highe.t bid for the group, licen.es would be awarded individually.

The co..ission proposed to perait group bidding to award all

of the 51 KTA lic.ns.s on each of two 30 MHz spectrum blocks A and

B. Th. co..ission requested ca.aent on whether it should accept

s.aled group bids for All BTA licens.s on an MTA basis and conduct

an oral auction s.quentially for individual BTA licenses. The

Co_ission will also consider in this rulemaking proceeding whether

group bidding should be permitted to aggregate 10 MHz PCS licenses

in 20 MHz or 30 MHz blocks.

The co_i••ion ..eks co_nt on setting aside blocks of

spectrum for co~titive biddinq by small businesses, rural

t.lephone compani.s, and busin••••• owned by women or minoritie.,

and is also seeking comaent on how such businesses are to be

defined. 4 In order to ensure that small businesses, rural

telephone companies, and busine.ses owned by wOllen or minorities

have an opportunity to co.pete, the Co_ission will consider

whether it should set aside Block C, a 20 MHz BTA block, and Block

D, a 10 MHz BTA block, for these designated entities. The

co_ission also proposed that qualifying bidders for the 20 MHz

block be allowed to pay for their licenses over time, and that

their qualifying deposit be less than that required by entities

4 BEDI, at , 121.
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(population: no figures available), Mont Rose (popUlation: 106)

IN •

It serves the

150) , White Oak

It is believed that Old

(popUlation:110) , Walters

that are not ...11 bu.in••••• , rural telephone comPanie., or

bu.in••••• owned by wo..n or minoritie•• '

fourteen rural co..unities in Missis.ippi.

and Paulding (population: 200).8

II. TlLEPHOQ ILlCDOlIICS COBPOBATIOlI

Telephone El.ctronic. Corporation i. a Mi••i ••ippi holdinq

company for, among other entities, six small independent local

.xchange carriers in Tennessee, Alabama and Mississippi. These

local exchange carri.r. are Bay springs Telephone Company, Inc., in

Bay Springs, Mississippi, Crock.tt Telephone Company in Friendship,

T.nnessee, National T.l.phone Coapany of Alabama in Cherokee,

Alabama, Peoples Telephone CO.Pany in Erin, Tennessee, Roanoke

Telephone Company in Roanoke, Alabaaa, and West Tennessee Telephone

Company in Bradford, Tennessee.

Bay Springs Telephone Company serves 9,658 access lines and

communities of Bay Spring. (popUlation: 1,729), Big Creek

(popUlation: 129), Ho.ewood (popUlation: 70), Louin (popUlation:

289), Old Taylorsville (popUlation: no figures available), pittJIan

(popUlation: no figures available), Polkville (popUlation: 129),

Rose Hill (popUlation: 250), SoSo (popUlation: 366), Sylvarena

(popUlation:

Taylorsville, pittman and White Oak have populations of under one

hundred persons.

8 PopUlation figur.. are obtained from the Rand McNally lll.J.
Commercial Atlas and Marketing Guidi, 392-395, 123rd Edition.



Crockett Telephone Co.pany ..rve. 3,923 acce•• line•• Crockett

operate. three Tenne••ee exchange. in Friendship (population: 467),

AI..o (population: 2,426) and Maury City (population: 782).

National Telephone Company of Alabama i. located in Cherokee,

Alabama. It serve. 1,983 acce.s line. and three AlabaDla exchanges

in Cherokee (population: 1,479), Margerum (population: 50) and

Barton (population: 150).

People. Telephone CODlpany operates 3,593 access line. and

three exchange. in Tennessee serving Erin (population: 1,586),

Tennessee Ridge (population: 1,271), and Henry (popUlation: 317).

Roanoke Telephone Company is located in Roanoke, Alabama, and

Ie· .•

operates 4,302 access lines and four exchanges. It serve. the

towns of Roanoke (popUlation: 6,362), RockDlills (popUlation: 650)

and Rock Stand (population: no figures available) in Randolph

County, and Clackville (population: no figures available) and

Standing Rock (popUlation: 150) in Chamber. County.7

West Tennessee Telephone Co~any serves 4,007 access lines.

West Tennessee operates four Tennessee exchanges in Bradford

(popUlation: 1,154), Trezevant (population: 874), Atwood

(popUlation: 1,066) and Rutherford (popUlation: 1,303).

III. THE COMMISSION SHOULD SET ASIDB CHANNElS C AND 0 FOR
BIDDING BY RURAL TELEPHONE COJIPAlfIES AND SpT.T. BUSINESSES

The co_ission proposes to set aside Channel Block c' and

Channel Block 0 for bidding by designated entities cODlposed of

7 1993 COmmercial Atlas and Marketing Guide, 251-252.

8 TEC plans to reque.t reconsideration in Gen. Docket 90-314 of
the size of the .et-a.ide. Channel C requires 30 MHz in order for
PCS to be economically and technically viable.

-5-
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The cOIIIli••ion propo.e. to allow thewo..n or minoriti••• '

A. The Co_i.sion has the Legal Authority to Set
Aside Channels C and 0 for Rural Telephone
Companies and Small Busine.se.

...11 bu.in••••• , rural telephone ca.panie. or bu.ine•••• owned by

designat.d .ntities to use in.tallaant payment plan., with

intere.t, for bid. within the .et-a.ide blocks. 10 The FCC s••ks

comaent on this proposal, on wh.ther to allow the installment plan

preference to be used by d••ignated entities who bid upon channel

blocks that are not set aside for the designated entities

exclusively and whether to provide tax certificates to designated

entities, without regard to the channel block on which they bid. 11

TEC agrees that the co_i.sion should set aside at lea.t

30 MHz of spectrua for qualifying applicants who fit the

appropriate definitions. This would allow small businesses, rural

telephone companies, and busine.ses owned by women or minorities to

proceed on more of an equal footing again.t those obtaining not

only an MTA's worth of coverage but 30 MHz of spectrum. Not only

i. 30 MHz required for purpo.es of fairne•• , but 30 MHz i. required

to ensure efficient, economical .eamle.s service.

Section 309(j) of the Co..unications Act, as recently enacted

by Congress, mandates that in determining eligibility for licenses,

the Commission shall promote the following Objectives:

proaoting economic opportunity and competition
and en.uring that new and innovative
technologies are readily accessible to the

10

11



12

____ .__ ._. ~_. __~_---lIM_'d._.

Aaerican people by avoiding excessive
conc.ntration of lic.naea ancl by di.s..inating
lic.na•• .-onq a wid. vari.ty of applicant.,
including _11 bu.ine••••, rural tel.phone
coJlPAni•• , and bu.in••••• owned by )leJllbers of
minority groups and wo..n; •••• u

To this end, the co_ission propos.s to set aside two channel

blocks of spectrwa nationwide, one of 20 MHz at Block C and one of

10 MHz at Block 0, to be reserved for bidding by small businesse.,

rural telephone co~anies, and businesses owned by minorities or

women. These designated entities would thus only bid against each

other.

In order to di....inate licen... to .uch a wide variety of

applicant., the co_i••ion'. proposed set aside of Channels C and

o would quarantee that ••all businesses, rural telephone companies

and businesses owned by minorities or women would acquire licenses.

Because these are not the types of businesses that attract capital

readily, merely allowing them to participate in the auction process

without any .afequard. would not guarantee that they would receive

licenses as Congress requires.

Some concern has been expressed that the Commission does not

have the legal authority to set aside Channels C and 0 for .mall

businesses, rural telephone companies or businesses owned by women

or minorities. To the extent that these concerns are based on the

statements of individual meJllbers of Congress, they are unavailing.

Statutory language may not be expanded or contracted on the basis

of the statements of individual legislators. 13

Pub. L. 103-66, Title VI, 107 stat. 312.

13 west yirginia University Ho.pitals. Inc. y. Casey, 111 S.
ct. 1138, 1147 (1991).

-7-



In any .v.nt, th. leqi.lative hi.tory a. a whole support. the

Co_i••ion'. propo.ed .et aside of Channel. C and D. The Hou.e

Bill explains that Wthe co..ission is also required to pre.cribe

area designations and bandwidth a••ignments that promote an

equitable di.tribution of licen.es and services among geographic

areas; econoaic opportunity for a wide variety of applicants,

including saall bu.inesses .••• w14 Moreover,

The Conference Agr....nt al.o modifies the House
provi.ion to include a provi.ion, ba.ed on but not
identical to a Senate provi.ion, that require. the
co..ission to .n.ure that ...11 bu.inesses, rural
telephone COIIpanie., and bu.ine•••• owned by minority
groups and wc.en are giv.n the opportunity to Participate
in the provi.ion of spectrua-ba.ed services, and, for
.uch purpo••• , consider the u.. of tax certificates,
bidding preference. and other procedure•• 15

Legislative history .uch as this only highlights what is already

apparent from the language of the statute: namely, that without a

portion of the sPectrum set aside for small business and rural

telephone companie., the Commission cannot ensure the participation

of a wide variety of applicants.

Alternative payaent .yst..s or tax certificates alone will not

accomplish the goals of the statute. Small businesses and rural

telephone comPanies might never be able to attract the kind of

capital necessary to bid against the deep pockets of the large

industry players if they do not have sPectrum set aside for them.

For the co_ission to atte.pt to attract investors through economic

incentives of .0...ort i. too speCUlative to ensure compliance

with the statutes' s directive. For the Commission to determine the

14 H. R. Conf. Rep. No. 103-213, 103d Cong., 1st Sess.

jg. (emphasis added).

-8-
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business for a number of years, and are in a good position to

Thes. local exchange carriers have all been in

But such incentives are not a means of ensuring

And even if the co..ission produced a packageinvestors.

attractive.

participation in the provision of Pes.

The only way to guarantee that result is to set aside a block

of spectrum, a. the co..is.ion propos.. to do, and allow .mall

bu.in••s•• , rural tel.phone coapanie., and businesses owned by

attractive to investors in small businesses or rural telephone

co.pani•• , there would still be no guarantee that the requi.ite

wide variety of applicants would be awarded licenses. At best,

financial incentive. make participating in an auction aore

size of tax incentives nec....ry to attract inve.tors would require

no ...11 aaount of speculation on the part of the Commis.ion a. to

the climate of the investment ..rket and the future intere.t. of

women or ainorities to bid against each other. This will result in

bidding by bu.in••••• on roughly equal footing. The likelihood of

a .mall number of bu.inesses alway. bidding for the best spectrum

diminishes. Tax certificate. and alternative payment systems may

be designed as .afeguards against the failure of these PeS

providers, but they cannot by th...elves ensure the participation

of these same bu.in.sses.

B. The co_ission'. Definitions of Who Qualifies
for Set-Aside Channel. Should Reflect the
Bealiti.s of Bural ar••s and Saall Businesses

The co_ission requested co...nt on defining the various

designated entities. TEC's independent local exchange carriers are

small telephone co.panies providing service in the rural areas of

this country•



provide PCS to their customers. They are not, however, larqe

,

enough to coapete with national carriers for 30 MHz in Channels A

and B with any realistic hope of succes••

Although too sliall to compete with this country's larqe

teleccmaunications coapanies, TEC' s independent local eXchange

carriers nonethele.s recognize the need to acquire at least 30 MHz

of spectrua to provide PCS on an economically sustainable basis.

TEC urges the ca.aission to ensure that small local exchange

carriers such as Bay Springs Telephone Company and Crockett

Telephone Company are eligible to bid upon Channels C and D

together so that they, too, aay compete with 30 MHz of spectrum.

TEC proposes that the co_ission define a "rural telephone

coapany" as a telephone company whose local exchanges serve places

of 10,000 or fewer persons. 1S Likewise, a telephone company is a

.mall business if it has 50,000 or fewer access lines and annual

revenues from regulated telecommunications operations of less than

$40 million, or fever than 1,500 ..ployees.

1. Rural Telephone Co~nies Operate
Exchanges Serving Fewer than 10,000
Per.ons

The Commission requested comment on its proposal to define

"rural" for purpose. of PCS bidding in the same manner as it

currently defines rural in the context of cable services. 17 The

co_ission proposes to limit rural telephone companies eligible for

liS Indeed, figure. of 20,000 inhabitants or more have been
Buqgested to describe rural telephone service areas. Second
Further Botice of Proposed Rul_king, 7 FCC Red 5781, 5854 (1992);
OPASTCO Issue Paper, Cable TV, February 1992.
17 HfBII, at , 77.

-10-



biddinc) preference. to those rural coapanie. who are now PerJIitted

to provide cable video progr...inc) in their own service areas:

namely, only those rural telephone companies which provide

telephone service to places of 2,500 or fewer persons. 18

The Co_ission should not rely on what may ultimately turn out

1

to be an inappropriate limit. The 2,500 population limit was

intended originally, not solely to define rural telephone

companies, but to describe those rural telephone companies small

enough to merit an exemption to the general prohibition against

telephone companies providing cable programming in their own

service areas. In any event, the 2,500 threshold is currently

under review and, if it changes, may change for good reasons but

too late for the pUrPOses of this proceeding. Section 63.58 as

written should not serve to define rural telephone companies for

purposes of PCS bidding.

In JUly 1992, the Commission proposed to raise the popUlation

threshold for purposes of providing video programming from 2,500 to

10,000 persons. lSI The fact that the proposed increase is under

consideration is relevant to this proceeding. If the Commission

stakes its definition of rural on 47 C.F.R. § 63.58, and that

definition changes after the PCB lottery, the Commission will have

properly determined that a "rural" area contains more than 2,500

persons, but it will have done so too late for a number of rural

telephone companies to benefit from it. Accordingly, TEC requests

18 47 C.F.R. § 63.58(a)(1).

111 Second Further Botice of PrOPO.e4 Rule.aking, 7 FCC Red 5781
(1992).

-11-



that the co.-i.sion not tie its definition of what constitutes a

rural telephone co~ny to an old definition of rural, and to a

definition which is, in fact, relevant aore to the cable context

than to the provision of PCS service. 20

Additionally, the very reasons for which the co..ission is

considering raising the threshold from 2, 500 to 10,000 persons

shows that areas aore populated than envisioned by section 63.58

are, in actuality, rural areas. The fact that these areas do not

have enough population to. attract cable service provides evidence

that a definition based on a fiqure of 2,500 excludes JRany

companies that would normally be con.idered rural. In the cable

proceeding, the Co..i.sion cited "a siqnificant number of

households with no access to" cable proqra_ing. 21 Indeed, the

co_ission projected that "many areas currently unserved are likely

to remain unserved for this decade, if not indefinitely."~

Accordingly, if the 2,500 liait is not adequate for its

intended purpose in the cable context, there is no reason to apply

it here. If a telephone company's local exchange serves no

incorporated or unincorporated places of more than 10,000 Persons

it is properly desiqnated rural. Bay Springs Telephone Company,

20 The COlllJllission should bear in aind that although it has been
arqued that Congre.s provided the Ca.aission only liaited
discretion in deteraining which rural telephone companies qualify
for the rural cable exeaption, the statute governing PCS does not
contain similar limitations. Accordingly, there is no need for the
co_ission to limit it.elf to the truncated definition in the
current version of section 63.58.

21 Second Further Botice of PrQRAle4 RUleaAkinq, 7 FCC Red at
5856 , 152.

22
~.
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for exaaple, which with al.ost 10,000 access lines is the larqest

of the TEe independents, operate••everal exchanges serving place.

with populations under two hundred persons. None of its exchanqes

.erve populations with more than 10, 000 persons. Rand McNally

provides no population fiqures at all for three of the communities

served by Bay Sprinqs Telephone Coapany. It would be illoqical to

consider those areas as non-rural if it turned out that they

contain 2,501 people when Rand McNally has determined that their

population is too saall or too dispersed to identify. A 10,000

person population threshold is both aore accurate and more loqical.

The Commission questioned whether rural telephone companies

should receive preferential treat-ent only when bidding on a PCS

license area that encompasses all or so.e significant portion of

the rural telephone company I s service area. 23 TEC submits that

this is not necessary. In order to avoid administrative delays and

inconveniences alone, this suggestion should not be adopted.

Telephone service areas do not run along BTA boundaries and

ascertaining the existence of a "significant" overlap would only

create fertile ground for disputes and litigation. Furthermore,

such a restriction would undermine the Congressional intent that

the Commission adopt requlations that ensure participation in PCS

by rural telephone companie.. For this reason, no similar

restriction is proposed for small businesses or businesses owned by

females or minorities.

23 lfem, at , 77.
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2 • S_ll Telepbone COIIpani.. Should be
DetiRed in the coateJet ot the
Te1'GP"YDiCAtioDl In4uatrv

The co_is.ion proposed to define saall businesses pursuant to

the definition devi.ed by the S.-ll Business Administration

("SBA") , 24 on the ba.is of a report prePared by the Small Busine••

Advisory Co..ittee to the Federal Co..unication Commission. 25

According to the SBAC Report, the SBA defines a small business as

one with a net worth not in excess of $6.0 million with average net

income after Federal taxes for the two preceding years not in

excess of $2.0 .illion. 26 A business aay also be defined as small

if it m.ets the size standard for the industry in which it is

primarily engaged. 27 The ~ Report, the Commission noted,

24

questions whether the net worth and income size standard is

appropriate for the teleco..unications industry.

The co_ission should rely on its own rules because the

Co_ission's rules better reflect the telecommunications industry

than do those of the SBA. For purposes of qualifying for a set

aside channel, a saall business which is a telephone company should

be defined as one already considered small by current Commission

standards. The co_ission defines s.all telephone companies for

purposes of filing tariffs as any local exchange carrier with

annual revenues froa regulated teleco..unications operations of

IEBI, at , 77 n.51.

25 BePOrt of the lCC S..ll lMeinAS' Adyisoxy Cgmaitt.e to the
Faderal CouuniCAtion cguissiQD ".rding Gen. Docket 90-314,
(Sept. 15, 1993) (subsequently referred to as SRAe Report).

211

27

~. at n. 51.

~.
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les. than $40 million, and 50,000 or fewer access lines. 2
' Bay

springs Telephone Coapany has on file with the Commission a s..ll

coapany interstate access tariff, Tariff F.C.C. No.2. All six of

the TEC independent local exchange carriers qualify as saall

telephone companies under current co..ission rules, and TEC sees no

reason to take SRA definitions designed for an aggregation of

different industries nationwide and apply them in the context of

the telecommunications industry.

Only the SRA'. size standard for the telephone industry as

defined at 13 C.F.R. § 121.601 is acceptable, and then only because

it is limited to the telecommunications field. According to the

SRA's standard Industrial Classification, a telephone

communications provider is considered small if it has fewer than

1,500 employees. 28 All six of the TEC local exchange carriers have

fewer than 1,500 _ployees. A telephone company is small if it has

rewer than 50,000 access lines or fewer than 1,500 employees.

IV. THE COMMISSION SHOULD PERMIT RURAL TELEPHONE OR SMALL
BUSINESS HOLDING COMPANIES TO BID ON CHANNELS C AND 0
TOGETHER AND TO AGGREGATE SPECTRUM

The FCC asked whether consortia that include designated

entities among their members should be eligible for preferential

.easures when they bid for spectrum generally, and, if they are

eligible for preferences, whether they should receive the same

investment incentives as would be available to other eligible

designated entities. 30 TEC agrees with the commission's proposal

28

28

30

47 C.F.R. I§ 61.39(a), 69.602(a)(3).

13 C.R.R. § 121.601, No. 4813.

lfiBII, at ! 78.
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----
to allow consortiua participation in PCB, and recolDll8nds that the

cc.ai.sion credit con.ortia on the basis of their constituent

aeabers rather than on the ba.is of their qualifications in the

aggreqate.

TEC i. • holding coapany that include. desiqnated entities

such as rural telephone companies and .mall telephone companies.

TEC should be jUdged, for pUrPOses of determining whether it may

bid on Channels C and 0, on the basis of its subsidiaries rather

than as a whole. In other words, a qroup of separate small rural

telephone companies such a. the TEe local exchange carriers should

not be viewed .s adding up to a large business ineligible for

bidding on the set-asid. channels. The access 1 ines, annual

revenues, employ••s and popUlations served by TEC's local exchange

carriers should not be aggregated when determining the eligibility

of those rural telephone companies to bid on licenses for Channels

C or D.

co_issioner Barrett recogniZed the need for group bidding in

the context of bidding upon MTAs. 31 He stated that he would

support enhancement credits for including, among others, rural

telephone companies in any consortia established. 32 He believes

that small businesses would have a better chance of surviving in a

consortiUJI, "than if they are licensed to compete only as a single,

standalone BTA inside an MTA. "33 TEC agrees with Commissioner

31 PeS Order,
Barrett at 4).

(Dissenting stateaent of Commissioner Andrew C.

32

33

~.

14·

-16-



•
Barrett that desiqnated entities should also receive some sort of

enhance..nt credit for bids on channel blocks other than Channels

C and D. Such a regimen would increase opportunities for

participation by desiqnated entities in the economically attractive

30 MHz MTA blocks.

Smaller and rural telephone coapanies need to pool their

resources to obtain the capital necessary to finance an

economically viable block of spectrua. As part of TEC, TEC's local

exchange carriers have access to greater technical and financial

support, and to econcaies of scale not otherwise available. As

part of a holding ccapany, these s..ll rural exchange carriers will

be able to offer personal communications services to rural

telephone customers sooner and more efficiently; and will be able

to offer portable telecommunications on a seamless basis over a

larger area.

TEC respectfUlly requests ~at the Commission allow

subsidiaries held by a holding coapany to bid as a group on

Channels C and 0 so long as the subsidiaries meet the Commission's

definition of rural telephone companies, small businesses, or

companies owned by women or ainorities. Any concern that a

subsidiary is no longer a saall business or a rural telephone

company should be disregarded. The holding company structure

allows each constituent business to retain control of its own

operations. Although a rural or saall telephone company may be

acting in concert with other telephone companies, it does not lose

its rural status or cease being a small telephone company.

Accordingly, the co.-ission should determine whether a subsidiary

-17-
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biddinq on the s.t-asid. chann.l. should receive d••ignated entity

status, not on the basis of the size or status of the holdinq

co.pany, but on the basi. of the status of its subsidiaries.

TEC also requests that the co..is.ion allow rural and s.all

telephone compani.s the option of acting in concert to bid upon

Channels C and 0 through a single bid for both channels, thereby

aggregating the two channels. Thi. would ensure that an applicant

doe. not bid upon one channel in the hope of acquiring the other

channel in that BTA and then find it.elf outbid. Thirty megahertz

is necessary for .cono.ic and technical viability. In order to

provide "wireline quality voice, data and digitized compres.ed

r

vid.o and imag.s," 30 MHz i. • •••ntial. 34 Without it, a PCS

provider will be able to offer only 80me truncated ver.ion of these

.ervices, and will not be able to avoid microwave incumbent••

Accordingly, it is necessary to allow designated entities to bid

upon both Channels C and 0 at the saae time so that they do not end

up with 20 MHz, or, worse, only 10 Mhz, in which they have no

interest.

A single bid is ~specially important in light of the

Commission decision to fraqaent the spectrum and geographic regions

available so that designated entities lack sufficient spectrum with

which to work. If technically fea.ible, spectrum aggregation would

allow designated entities to provide PCS on an economically

competitive basis. For the saae reasons that the Commission is

34 Letter fro. oanipoint Corporation to William F. caton, Federal
Communications co.-ission, 3, Sept. 29, 1993.
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willing to consider aCJCJreqation of the 10 MHz BTA blocks, it should

perait aqqreqation of Channels C and D into a 30 MHz block.

COBCWSIOlf

Telephone Electronics corporation respectfully requests that

the Ca.aission carry out the q08ls of Conqress to ensure

participation by ...11 and rural telephone companies in the

provision of personal ca.aunications services. To that end, TEC

aqrees that the co.-ission should set aside 30 MHz of spectrum at

Channels C and D for auctioninq to appropriately defined desiqnated

entities.

Respectfully submitted,

• u. roup
ura Montgomery

Arter Ie Hadden
1801 K street, N.W.
Washington, D.C. 20006
(202) 775-7960

Its Attorneys

Noveaber 10, 1993
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